STATE OF MAI NE Docket No. 97-930
PUBLI C UTI LI TIES COVM SSI ON
May 1, 1998

CENTRAL MAI NE PONER COVPANY ORDER
Application for Approval of

Reor gani zati ons under Section 708,

of Transactions with Affiliated

| nterests under Section 707,

and of Transfers of Assets

under Section 1101

of Title 35-A MR S. A

l. SUMMARY

In this Order, we approve Central Mai ne Power Conpany's
request for approvals of a reorganization, affiliated interest
transactions and transfers of assets to allowit to reorganize
under a hol ding conpany structure, subject to certain conditions
as specified bel ow

11. BACKGROUND

On Decenber 8, 1997, Central Mai ne Power Conpany (CWVP or the
Conmpany) filed with the Comm ssion its Application for Approval s
of Reorgani zati ons under Section 708, of Transactions with
Affiliated Interests under Section 707, and of Transfers of
Assets under Section 1101 of Title 35-A MR S. A (the
Application), requesting approval of the reorganization of the
Conpany into a hol ding conpany structure and rel ated approval s.?

As proposed, CMP and its non-utility subsidiaries will becone
subsidiari es of a new Mai ne corporation (Hol dCo) whose prinmary
function will be to coordinate the policies and direction of the

corporate group and provide capital for subsidiary operations.

Al'l transm ssion and distribution plant used by CMP in connection
with the transm ssion and distribution of electricity will remain
assets of CMP and will be unaffected by the reorganization.

The following entities were allowed to intervene as parties
to this proceedi ng: Bangor Gas, Bangor-Hydro El ectric Conpany,
Coalition for Sensible Energy, Enron, Industrial Energy Consumner
G oup (I ECG, Independent Energy Producers of Mine (IEPM,

At CWP's request, the Conmi ssion issued an order on January 27,
1998, granting interimapproval to incorporate a hol ding conpany
for the limted purpose of allowing CVP to nake required
Securities and Exchange Comm ssion filings.
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Maritimes and Northeast Pipeline, Maine G| Deal ers Association,
Northern Utilities and the Public Advocate (COPA).

On January 29, 1998, the Hearing Exam ner issued a
Procedural Order separating the requested reorgani zation
approvals relating to Hol dCo, CMP, and CMP' s existing utility and
non-utility affiliates into Phase |I. Approvals relating to CVWP' s
energy marketing affiliate, EnerMark, will be considered in Phase
Il of this docket, while approvals relating to the natural gas
di stribution business are being considered sinultaneously in a
separate proceedi ng assi gned Docket No. 98-077. Certain service
agreenents will be addressed after the issues in Phases | and |
have been deci ded.

Techni cal conferences were held on January 30 and February
20, 1998, at which the parties asked questions on various aspects
of the Application. The Conpany responded to witten and oral
data requests submitted by the parties to this proceeding. The
Hearing Exam ner afforded the parties tine to negotiate a
resol ution of the various issues in the case. On March 26, 1998,
CWP i nforned the Commi ssion that although active negotiations had
t aken pl ace, agreenment was not reached on all issues. On March
30, 1998, OPA, IECG IEPM (the Joint Parties) filed proposed
findings and order describing the conditions it believed
necessary for the Conm ssion to approve the reorgani zation. CSE
later joined in this filing. Inits April 15 comments, CW
i ndicated where it agreed and di sagreed with the Joint Parties
filing.

On April 21, 1998, the Conmi ssion held an evidentiary
hearing in this proceeding. Dr. R chard Bower testified on
behal f of the Joint Parties. David Brooks testified on behalf of
CWP. At the close of the hearing, all parties were given the
opportunity to present oral argunents.

I11. Standard of Review

The Conmmi ssion is considering the follow ng six requests of
CWP in this docket:

1. The creation of a corporation that will becone the
parent conpany of CMP through its ownership of all the
out st andi ng conmon st ock of the Conpany (Hol dCo);

2. The creation of a corporation whose only purpose w |
be to facilitate the corporate reorgani zati on and whi ch, when
organi zed, will be a wholly-owned subsidiary of HoldCo and will

cease to exist once it has served its purpose (MergeCo);
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3. The conversion and exchange of all the outstanding
shares of the Conpany's common stock into an equal nunber of
shares of Hol dCo's common st ock;

4. The nerger of MergeCo into the Conpany, with the
Conmpany as the surviving corporation, and the resulting
conversion of the outstanding shares of MergeCo common stock into
a nunber of shares of the common stock of the Conpany equal to
t he nunber of shares of the Conpany's common stock outstanding
i mredi ately prior to the share conversion described initem3
above, which will be deened issued by the Conmpany for this
pur pose;

5. The dividend by CWP to Hol dCo of the stock of specified
non-utility wholly-owned subsidiaries of CVMP to carry out the
reor gani zati on;

6. The creation of one or nore affiliated interests of
Hol dCo and non-utility subsidiaries or other non-utility
affiliates of HoldCo, including joint ventures, general
partnerships, limted partnerships, limted facility conpanies
and corporations, to enhance the ability of these entities to
mar ket and furnish their services.

The Conmi ssion nust find that the reorgani zations are
consistent with the interests of the utility's ratepayers and
investors. 35-A MRS A 8 708(2)(A). In granting the approvals
t he Comm ssion may inpose terns, conditions or requirenents it
determ nes are necessary to protect the interests of ratepayers.
These may include conditions to assure: reasonable access to
books and records; the continued ability of the Comm ssion to
regul ate transactions between affiliated interests; the utility's
continued ability to provide safe reasonabl e adequat e servi ce;
the utility's credit is not inpaired or adversely affected; and
reasonable limts on total |evel of investnent in nonutility
business. 35-A MR S.A 8§ 708(2)(A)(1-9).

IV. 1ISSUES

Thi s reorgani zati on proceedi ng rai ses several inportant
regul atory policy questions. W discuss these issues in this
section, as raised by the Joint Parties and responded to by CWVP.

A | nvest nent Level

The Joint Parties argue that Hol dCo’'s investnents in
non-utility activities should be [imted to five percent of CW's
total capitalization, based on the requirenents in Chapter 820,
Uility Requirenments for Non-Core Activities Transacti ons Between
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Affiliates.? Wile they acknow edge that Chapter 820 does not
apply to investnents by Hol dCo because Chapter 820 l[imts the
anount a regulated utility can invest in a subsidiary, they claim
that the hol ding conpany structure does not materially change the
appropriate cap on investnent. CMP' s total book capitalization
(predivestiture) is $1,219 mllion and thus non-utility
investnments would be limted to $60.95 million, under a 5% cap.

CWVP believes that an investnent limt is unnecessary.
but woul d accept a limt of $240 million (about 20% of
pre-divestiture total book capitalization).

We find that a basic advantage of the hol di ng conpany
organi zational structure is that non-utility activities can be
nore cleanly separated fromutility activities. In particular,
the capital structures of utility entities are separated from
non-utility entities with the holding conpany form which better
“insul ates” ratepayers fromthe activities of the HoldCo’ s
non-utility affiliates. Nevertheless, sonme Iimt on Hol dCo
investment in non-utility activities may provide useful
additional protection for utility ratepayers. As the testinony
of Dr. Bower suggested, it is prudent to limt, at least to sone
degree, the extent to which Hol dCo managenent will be distracted
fromits obligations to CVWP by issues arising fromits
unregul ated activities. W conclude, however, that the 5% limt
on investnment by the utility itself is unnecessarily restrictive
inlight of the insulating effect on the HoldCo structure. A
[imt of $240 million on investnments in non-utility subsidiaries
and other non-utility activities, excluding any such subsidiaries
created for the purpose of engaging, directly or indirectly, in
the natural gas distribution business, should protect ratepayers
adequatel y.

The Joint Parties al so reconmended that CWVP be
permtted to transfer up to $1, 000,000 per year, for 3 years, of
non- T&D rel ated assets fromCW to any of its affiliates w thout
further Conm ssion approval. CMP sought approval for a 5-year
period. W conclude that, after 3 years, the affiliates should
be able to stand sufficiently on their own to alleviate the need
for substantial additional asset transfers from CW. Therefore
we adopt the condition proposed by the Joint Parties. WMboreover,

2The Commi ssion provisionally adopted Chapter 820, which governs
transacti ons between affiliates, on February 18, 1998. The
Legi sl ature approved this nmajor substantive rule, with certain
anmendnents, by resolve enacted on March 30, 1998. Therefore, the
rule will be effective follow ng the Comm ssion's adoption of it
with the required amendnents after June 30, 1998, the effective
date of the resolve. However, CVMP has agreed to abide by Chapter
820's provisions in the context of the proposals at issue here.
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we clarify that, even during the 3-year period, CWVP nust report
any transfers with a val ue above $20, 000.

B. Hol dCo Debt | ssuance and Guar ant ees

The Joint Parties argue that Hol dCo be restricted to
i ssuing only short-term debt, which would be capped at 5% of the
total capitalization of Hol dCo and that Hol dCo woul d not provide
any “guarantees” on the obligations of any non-utility affiliate
of Hol dCo.

CWP responds that it is unnecessary to inpose any
restrictions on HoldCo’'s debt issuances but that it would accept,
for a period of up to 5 years, a limt of debt/total capital of
50% CMP suggests that there should be no restrictions on
Hol dCo’ s ability to provide guarantees. Because the T&D
subsidiary of Hol dCo would not be allowed to provide guarantees
to non-utility affiliates, CWVP believes that ratepayers are
adequat el y protected.

Because this issue is related to the “doubl e | everage”
issue, it is useful to review the Comm ssion’s policy on double
| everage. The Commission’s “divisional cost of capital”
practices were stated nost recently in the last Bell Atlantic
(F/ KI'A NYNEX) rate case

W will not use the doubl e | everage approach
in this case because there is no evidence to
suggest that: (1) the Conpany’s actual
capital structure is unreasonable; (2) NYNEX
Corp.’s policies (such as its payout ratio
policy) have been inappropriate; or (3) that
the capital structure does not strike an
appropri ate bal ance between | ow cost and
financial integrity. Further, double

| everage theory ignores conpetition anong
subsidiaries for capital froma parent

conpany.

Unl ess we determne that there is
substantial evidence that the Conpany’s
capital structure is unreasonable, we wll
use the “divisional cost of capital” nodel to
determ ne the Conpany’s appropriate overal
cost of capital. The divisional cost of
capi tal approach is based on the principle
that different subsidiaries of a parent
conpany are exposed to different risks, as
evi denced by the different bond ratings and
debt costs. This same principle holds for
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equity investnents as well; the cost of
equity will vary between divisions of the
sanme parent conpany, depending upon the risk
profile of that division's operations. Using
doubl e | everage woul d i nappropriately obscure
this fact. W have thus eval uated the
Conmpany’ s capital structure using the

di vi si onal cost of capital approach.

Frederic A. Pease et al. v. New England Telephone and Telegraph
Company d/b/a NYNEX, Complaint Requesting Commission
Investigation of the Level of Revenues Being Earned by NYNEX and
Determination of Whether Toll and Local Rates Should be Reduced,
Docket No. 94-254, Order at 7-8 (May 15, 1995); 162 PUR 4th 110
(1995).

Following this policy, the Commi ssion will focus in any
rate case on the regul ated subsidiaries of HoldCo and will use
“divisional cost of capital” concepts. Thus, if the regul ated
subsidiary has a reasonabl e capital structure, the Conm ssion
will rely on that capital structure to determ ne the overall cost
of capital of the subsidiary. |If the capital structure is not
reasonabl e, the Conmission will use a “hypothetical” capital
structure, based on a review of industry averages, rating agency
gui delines, and other data. The Commi ssion will use the utility
subsidiary’ s enbedded debt and preferred stock costs and estimte
the forward-I|ooking cost of equity for the utility subsidiary
(based on a review of conparabl e narket-traded conpanies).

The Commi ssion will generally not review the debt
i ssuances of the non-regul ated Hol dCo. Because the assets are at
the subsidiary level, lenders will prefer lending at the
subsidiary level. Nevertheless, we believe that the 50%
restriction that CWP suggests provides an additional assurance
that ratepayers will not be harmed because of financial problens
at the hol ding conpany | evel and therefore we adopt it. W do
not adopt CMP s suggested 5-year “sunset” of this 50% debt
restriction at the holding conpany level. Nor do we adopt the
Joint Parties's recommendati on that the hol ding conpany not be
allowed to “guarantee” or provide credit enhancenent to support
its non-utility subsidiaries. Because HoldCo' s regulated utility
subsi di ari es cannot be used to provide “guarantees” or credit
enhancenent to HoldCo’s non-utility subsidiaries, the utility
rat epayers are sufficiently protected and therefore we will not
restrict HoldCo’'s ability to guarantee or credit-enhance the debt
of its non-utility subsidiaries or affiliates.
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C. Di vi dends

The Joint Parties would restrict dividend paynents by
the T&D Conpany to HoldCo to no nore than 100% of “cash” incone
avai l abl e for dividends calculated on a 2-year rolling average
basis but would not restrict paynments resulting fromdivestiture.
The T&D conpany managenment woul d consult with “senior” PUC staff
before paying a dividend that exceeds these restrictions.

CWP states that dividend policy has not heretofore been
regul ated by the PUC and that the Hol dCo reorgani zation is not a
basis to begin regulating dividend policy. CM notes that
dividend policy is a “highly sensitive” area of discretion for
its Board of Directors and that the Comm ssion has other ways to
assure that ratepayers are well-served by the T& conpany (e.d.
service quality standards, Section 1303 investigations, rate
cases, etc.).

We decline to place additional restrictions, in
advance, on the dividend policy of CwP. W wll, however,
require the Conpany to notify the Comm ssion within 30 days if a
utility subsidiary pays a dividend to HoldCo that is nore than
100% of i nconme avail able for dividends, calculated on a 2-year
rolling average basis. This notice should informthe Comm ssion
on the utility subsidiary’s financial condition. Moreover, the
Comm ssion reserves the right in the future, should financi al
ci rcunstances warrant, to inpose limtations on the dividend
policy of the regulated CWP T&D Co.

D. Oficers and Directors

The hol di ng conpany structure can provide benefits by
clearly separating the non-utility activities from
utility-related activities. The hol ding conpany structure nakes
interaffiliate transactions nore visible. This raises the issue
of whether CMP' s board nenbers or officers should be allowed to
be on the boards of non-utility entities.

The Joint Parties would restrict CVW's officers and
board nmenbers fromserving as officers or board nmenbers of any
affiliated conpetitive energy provider or of any subsidiary or
affiliate that has or will have significant business dealings
with CWVP.

CW states that it will not contest a provision that
prevents officers and nenbers of CMP' s board of directors from
serving as officers or board nenbers of any affiliated
conpetitive energy provider. CM disputes extending that
prohibition to subsidiaries that are not conpetitive energy
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provi ders because it would be difficult to provide appropriate
board nmenbers and officers from outside CWVP.

W will not allow officers and nenbers of CVW's board
of directors to serve as officers or board nenbers of any
affiliated conpetitive energy provider. W believe that the
hi ghest degree of separation is required to avoid distorting the
nascant conpetitive energy markets. W wll not, however, extend
this restriction to CM's other non-utility activities.?
Extending the restriction is unnecessary, and we are reluctant to
reduce CMP's ability to achi eve operational econom es.

E. Cor por at e Nam ng

CWP requests that "Hol dCo" be nanmed "Central Mine
Power Enterprises, Inc.” and that it not be required to pay
royalties to CVP for use of its name as required by Chapter 820.
The Joint Parties agreed that Hol dCo shoul d be exenpt from such
paynents to the extent it remains nerely a hol di ng conpany.

We do not find that renam ng Hol dCo as “ CWP
Enterprises, Inc.” would, initself, trigger a royalty paynent
under Chapter 820. Because HoldCo will be a non-operating entity
with no custoners, markets or conpetitors, HoldCo will not rely
on CMP' s established custoner rel ationshi ps and busi ness
reputation. HoldCo' s use of the name CVP Enterprises, Inc. wll
nmerely assist the financial comunity and investors in
identifying HoldCo’s origin. Wiile we wiill allow HoldCo to
change its nanme to CMP Enterprises, Inc., if it chooses to do so,
it is inportant to enphasize that we will not allow CWP to
ci rcunvent our rules regarding royalty paynments with any claim
that the nanme being used is that of the hol ding conpany rather
t han CWP

F. Tax Treat nent

The Joint Parties propose that we require CVWP to
calculate its taxes for ratemaki ng purposes using a consolidated
tax return. W decline to adopt this condition. The Conmmi ssion
has consistently required that ratepayers obtain the benefits (if
any) of a consolidated filing; noreover, the conditions we inpose
in this order clearly require that ratepayers be held harnl ess,
to the extent possible, fromany adverse financial consequences
of the new structure. There is, in our judgnment, no need to
enshrine our policy concerning the treatnent of taxes for CVMP in
a condition here.

G Costs of Reorgani zation

3Chairman Wl ch dissents and would nodify this condition. See
attached di ssent.
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We agree that costs of the reorgani zati on shoul d be
borne entirely by sharehol ders. Wile, as CMP suggests, sone of
the inpetus for the reorgani zati on may have conme fromthe
requi renents to divest generation assets and conduct unregul ated
busi ness t hrough separate subsidiaries, the structure proposed by
CVP here goes beyond what the |aw and our regul ations inquire and
nmust be viewed as a choice by CV's nanagenent. W decline,
however, to include specific inferences to any bonuses or simlar
paynents in the condition relating to costs: such paynents are
not in any qualitative sense different from any ot her
reorgani zation-rel ated cost.

V. FINDINGS AND ORDERING PARAGRAPHS

Based on our review of materials submtted by CMP in this
proceedi ng, the Conments and subm ssions of other parties, the
evi dence produced at the hearings in this case and the oral
argunents of the parties, we nmake the follow ng findings
approving CMP' s reorgani zation with necessary conditions to
conply with 35-A MR S. A § 708:

1. The creation of a corporation, referred to as HoldCo in
the Application [but that will likely be naned Central Maine
Power Enterprises, Inc.], that will, if all other necessary

regul atory and sharehol der approval s are obtai ned, becone the
parent conpany of CMP (the Conpany) through its ownership of al

t he outstandi ng cormmon stock of the Conmpany, as provided in the
Agreenent and Plan of Merger filed as Exhibit B to the
Application (the Merger Plan), is consistent with the interests
of the Conmpany’s ratepayers and investors and is therefore
approved. The Comm ssion notes that Hol dCo has previously been
organi zed as a corporation under the laws of Miine for the
purpose of filing application with the Securities and Exchange
Comm ssion in furtherance of the proposed reorgani zation of the
Conmpany into a hol ding conpany structure, as provided in the

Comm ssion’s Order dated January 27, 1998 in this Docket. Hol dCo
will not be a “public utility” as defined in Section 102 of Title
35- A

2. The creation of a corporation, referred to in the
Application as MergeCo, which, when organized, will be a
whol | y- owned subsi diary of Hol dCo whose only purpose will be to
facilitate the corporate reorgani zation as described in Section 4
bel ow, is consistent with the interests of the Conpany’s
rat epayers and investors and is therefore approved.

3. The conversion and exchange of all the outstanding
shares of the Conpany’s comon stock into an equal nunber of
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shares of Hol dCo’s common stock as described in the Application
and as provided in the Merger Plan is consistent with the
interests of the Conpany’s ratepayers and investors and is

t her ef ore approved.

4. The nerger of MergeCo into the Conpany, with the
Conmpany as the surviving corporation, and the resulting
conversion of the outstanding shares of MergeCo common stock into
a nunber of shares of the common stock of the Conpany equal to
t he nunber of shares of the Conpany’ s common stock outstanding
i medi ately prior to the share conversion described in Section 3
above, which will be deened issued for that purpose, as provided
in Section 901 of Title 13-A MR S.A and as reflected in the
Merger Plan, resulting in the Conpany's becom ng a subsidiary of
Hol dCo, is consistent with the interests of the Conpany’s
rat epayers and investors and is therefore approved.

5. The Merger Plan, which reflects the transactions
described in Sections 1 through 4 above and rel ated provisions to
carry out the reorgani zation of the Conpany into a hol di ng
conpany structure, as required by Section 901 of Title 13-A
MR S. A, is consistent with the interests of the Conpany’s
rat epayers and investors and is therefore approved.

6. (a) The dividend by CWP to Hol dCo of the stock of CW
I nternational Consultants (CWPl), Mai neCom Services, and
Tel eSmart, each of which is currently a wholly-owned corporate
subsidiary of CWP and after such dividend will be a wholly-owned
subsidiary of HoldCo with HoldCo owning all of their outstanding
common stock, and the transfer by CMPI of its E/PRO division to
Uni on Wat er - Power Conpany (Union Water), are consistent with the
interests of the Conpany’s ratepayers and investors, and are
t her ef ore approved.

(b) The dividend by CWP to HoldCo of Union, which is
currently a whol |l y-owned corporate subsidiary of CMP, and after
such dividend will be a wholly-owned subsidiary of HoldCo (with
Hol dCo owning all of Union Water’s outstandi ng comon stock), is
consistent with the interests of the Conpany’s ratepayers and
investors and is therefore approved, subject to the follow ng
conditions: (i) that this dividend shall be w thout prejudice to
any party to argue in Docket No. 97-580, Investigation by Central
Mai ne Power Conpany's Stranded Costs, Transm ssion and
Distribution Utility Revenue Requirenents and Rate Design, that
rat epayers shoul d receive conpensation for all or a portion of
the val ue of particular assets of Union Water to the extent costs
or risks associated with those assets have been borne by
rat epayers; (ii) neither Hol dCo nor the Conpany shall contest the
authority of the Comm ssion to require that ratepayers receive
such conpensation, notw thstandi ng the dividend by CVP to Hol dCo
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of Union Water pursuant to this reorganization; and (iii) Hol dCo
and the Conpany will conply with any final, non-appeal able O der
of the Comm ssion inposing such a requirenent. A party seeking
to exercise its rights under this paragraph shall be permtted to
conduct reasonabl e discovery in the rebuttal phase of Docket No.
97-580 with respect to Union Water assets and relationships with
CWP. The Commi ssion fully retains its authority to decide this
conpensation i ssue in Docket No. 97-580 or any other docket.

7. The creation of one or nore affiliated interests, as
defined in Section 707 of Title 35-A MR S. A, of HoldCo and of
Hol dCo' s non-utility subsidiaries and other non-utility
affiliates, including joint ventures, general partnerships,
l[imted partnerships, Iimted liability partnerships, limted
liability conpanies, corporations and other forns of
organi zation, to enhance the ability to devel op busi ness ventures
and mar ket and furnish services, and the investnent by HoldCo in
such entities within the authorized investnent |evel as provided
in Section gq. below and by its non-utility subsidiaries and ot her
non- utility affiliates is consistent with the interests of the
Conmpany’ s ratepayers and investors and is therefore approved.

8. As required by Section 708 of Title 35-A, the follow ng
addi tional conditions are necessary to protect the interests of
rat epayers:

a. Asset Transfers at Tinme of Reorganization. The parties
acknow edge that approximately 10 officers and
enpl oyees of the Conpany will becone officers and
enpl oyees of HoldCo at the effective tinme of the
reorgani zation. In connection with the transfer of the

E/ PRO di vision of CVWPlI to Union Water at that tine,
approximately nine to 11 Conpany enpl oyees will be

E/ PRO enpl oyees. Furniture, personal conputers and

ot her office equipnment and naterials currently used by
t he Conpany officers and enpl oyees may be transferred
to Hol dCo and Uni on Water (as the case nmay be) by the
Company if the Conpany determ nes that such transfers
are in its best interests. HoldCo and Uni on Water nust
pay market value for assets transferred to them by CWP.
From and after the effective date of the

reorgani zation, HoldCo will report to the Conm ssion
all transfers of assets by Hol dCo above $20, 000 in
value to any of its subsidiaries or other affiliates.

b. Subsequent Asset Transfers. During the 3-year period
begi nning on the effective date of the reorganization,
CVP may, W thout additional Conmm ssion approval,
transfer to any affiliated interest, as defined in
Section 707 of Title 35-A MR S. A, any assets that are
not specific and unique to the conduct of its
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transm ssion, and distribution business, so long as the
total of all transfers does not exceed $1, 000,000 in
aggregat e market val ue per cal endar year, including the
assets described in paragraph (a), above. HoldCo, CW
and any other regulated utility subsidiary will report
to the Commission all transfers of assets by Hol dCo
above $20,000 in value to any of its subsidiaries or
other affiliates. Such transfers are in the public
interest and are al so hereby approved under Section 707
of Title 35-A MR S. A and under Section 1101 t hereof
to the extent applicable. Any affiliated interest of
CVWP to which any such asset is transferred will pay the
mar ket val ue of the asset. CMP may not transfer to any
affiliated interest or to any third party assets that
are specific and unique to the conduct of its

transm ssion and distribution business, including
rights-of-way w thout authorization of the Comm ssion
under Section 707 and/or Section 1101 of Title 35-A

MR S. A, as applicable. Prior to the expiration of
the 3-year period, CVWP may apply to the Comm ssion for
an extension of the authority to transfer assets to its
affiliates on the terns set forth in this Section 8(b).
Transfers of assets beyond those specified herein are
prohi bited wi thout express Conm ssion approval .

Access to Books and Records. The Conmission will have
access to books, records and docunents of all public
utilities in the holding conpany system of Hol dCo, and
of non-utility subsidiaries and other affiliates in

whi ch Hol dCo directly or indirectly holds a majority
interest. On request of the Conm ssion, HoldCo wll
use reasonable efforts to produce books, records and
docunents of affiliates in which it does not directly
or indirectly hold a majority interest.

Testinmony. On request of the Conm ssion, HoldCo wll
di rect any enployee or officer of HoldCo or of any
subsidiary or other affiliate in which HoldCo directly
or indirectly holds a majority interest to appear
before the Comm ssion for the purpose of giving

testi nony.

Financial Statenents. HoldCo will provide to the
Comm ssion quarterly and annual financial statenents.

SEC Filings. HoldCo will provide to the Comm ssion
copies of all periodic reports filed by HoldCo with the
Securities and Exchange Conmmi ssi on.
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Confidentiality. HoldCo shall retain the right to

request that certain business, financial and
proprietary information of HoldCo or any of its
subsidiaries or other affiliates should be treated as
confidential. Appropriate protections will be provided
under the Commi ssion’s rules or as otherw se provided
by |l aw, including the issuance of appropriate
protective orders.

Uilities Securities Issuance. Securities issued by

t he Conpany will be done independently of HoldCo. The
proceeds of any securities issued by the Conpany wl|
be used exclusively by the Conpany for its business.

Reorgani zation Costs. All costs arising fromthe

reorgani zati on of the Conmpany to a hol di ng conpany
systemw || be borne by sharehol ders.

Ownership of CWP. Wthout prior Commi ssion approval,

Hol dCo will not sell, pledge or otherw se transfer any
common stock of the Conpany.

Political Activities. HoldCo will conply with the

provi sions of Chapter 83 of the Comm ssion’s rules
applicable to political and | obbying contributions and
expenses.

St andards of Conduct. The existence of HoldCo will not

provide a nmeans to circunmvent any of the provisions of
35-A MR S. A Section 3205 or the Commi ssion’s rules
adopted pursuant to that Section. Specifically, HoldCo
may not engage in any conduct that circunvents the
standards set forth in 35-A MR S. A Section 3205,
including but not limted to actions that woul d assi st
in or facilitate the provision of products, services or
information from CWP, as a transm ssion and
distribution utility, to an affiliated conpetitive
provi der, as defined in Section 3205, to the extent
that CWP is prohibited fromdirectly providing such
products, services or information to its affiliated
conpetitive provider under the provisions of the | aw
Before any officer, director or enployee of Hol dCo
obtains from CVP any docunent or copy thereof that

i ncl udes information whose rel ease or use by CW is
restricted pursuant to Section 3205, he or she wll
sign an appropriate agreenent stating that he or she
will not release or use the information in any way that
CWP coul d not release or use it pursuant to Section
3205. HoldCo will pronmptly report any known vi ol ation
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of this paragraph or other known violation of the
standards of conduct to the Comm ssion.

Oficers and Directors. Oficers and nmenbers of the
Board of Directors of CMP will not serve as officers or
menbers of the Board of Directors of any affiliated
conpetitive energy provider.

Physi cal Location. CMP, as a transm ssion and
distribution utility, and its affiliated conpetitive
provider will be located in separate buildings within
120 days of the effective date of the reorganization.
A non-utility affiliate of CVP with nore than ten (10)
enpl oyees and annual revenues exceedi ng $200, 000 nay
not be located in the same office building as CVWP. A
subsidiary or other affiliate not |ocated at 83 Edi son
Drive, Augusta, Maine as of the date of any approval of
this reorgani zation by the Comm ssion will not be

rel ocated to those preni ses.

Support Services. Except as otherw se provided herein,
CVP may provide support services in the follow ng areas
to any unregul ated conpetitive energy provider with
which it is affiliated: accounting, payroll, tax,

shar ehol der services, insurance, financial reporting,
financi al planning and anal ysis, human resources,

regul atory and governnental affairs, legal, information
systens, purchasing, audit, transportation and
treasury. Al'l such services will be provided in

conformance with the provisions of Chapter 820, Uility
Requi renents for Non-Core Activities and Transactions
between Affiliates, of the Comm ssion's Rules and with
the provisions of any final rule governing transactions
with an affiliated conpetitive provider. CMP may not
provi de ot her support services to any unregul ated
conpetitive energy provider with which it is affiliated
wi t hout express Commi ssion approval.

Tax Effects. CWP will obtain a witten opinion of tax
counsel for CMP, providing assurances that carrying out
the reorganizations will not result in any tax effects
for CMP. To the extent that any such tax effects
occur, ratepayers will not bear any cost of such tax

ef fects.

Investnent Linmts in Subsidiaries and Affili ates.

Hol dCo may, w thout further Comm ssion approval, invest
up $240 million in non-utility subsidiaries and other
non-utility affiliates, excluding any such subsidiaries
or other affiliates created for the purpose of
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engagi ng, directly or indirectly, in the natural gas
di stribution business.

Financial Integrity of T& Co. To protect and naintain

the financial integrity of the regulated T& Conpany:
(1) HoldCo may issue debt of any maturity provided
that the aggregate principal anount of debt outstanding
at any one tinme does not exceed 50% of Hol dCo’ s
capitalization.

(1i) Except as expressly authorized in (i) above, the
debt of the Conpany will be raised by CW and will not
be derived from Hol dCo.

(tii) The T&D Co. will not nmake |oans to Hol dCo or any
of the unregul ated subsidiaries and affiliates;
guarantee the obligations of either the HoldCo or any
or the unregul ated subsidiaries and affiliates; or

pl edge its assets as security for the indebtedness of
Hol dCo or any subsidiary or affiliate.

(iv) In any given year if the T& Conpany pays out
nore than 100% of inconme avail able for dividends

calcul ated on a two-year rolling average basis, the T&D
Conmpany shall notify the Conm ssion within 30 days of

t hat di vidend paynent. The Conm ssion reserves the
right, in the future, to limt dividends, of this

regul ated CVWP T&D Co., should financial or related

ci rcunstances warrant.

Pri or Conmmi ssion Orders. Because of the conditions set

forth above, the Order of the Conm ssion dated Novenber
23, 1994 in Docket 94-147 providing for above-the-line
treatment of the incone and expenses of CWPI and
[imting investnents in CVMPl to $1.5 million will be
nodified as follows and will have no further force and
effect fromand after the effective date of the
reorgani zation: CMPI's incone and expenses will no

| onger be reported above the |ine and Hol dCo may i nvest
in CMWPI within the limts authorized in Section 8(q)
above. In addition, the Conm ssion’s Order Approving
Stipul ation dated Septenber 9, 1995 in Docket No.
95-251 and its Order dated March 4, 1997 in Docket No.
97-025 providing for above-the-line treatnent of

Tel eSmart' s i ncome and expenses, limting investnents
in TeleSmart to $2.5 million, and requiring a 45-day
review period for the creation of non-utility
affiliated interests of TeleSmart will be nodified as
follows and will have no further force and effect from
and after the effective date of the reorganization:
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Tel eSmart's income and expenses will no | onger be
reported above the line, HoldCo may invest in Tel eSnart
within the limts authorized in Section 8(q), above,
and Tel eSmart nmay create non-utility affiliates as
provi ded in Section 7.

Use of Corporate Nane/ Royalty Paynents.

Wth respect to the nam ng of Hol dCo as “Central Maine
Power Enterprises, Inc.” there is good cause for waiver by
the Commi ssion of the provision of Chapter 820, Uility
Requi rements for Non-Core Activities and Transactions
between Affiliates, that nay otherw se require HoldCo to
pay royalties to CVWP for use of the CVP nane. Because

Hol dCo will be a non-operating entity with no custoners,
mar kets, or conpetitors, it will not rely on CMP' s
establ i shed customer relationships and busi ness reputation
for the purpose of pronoting a fledgling business

enterprise. Since HoldCo will be a corporation whose
shares are widely held by its sharehol ders, Hol dCo’'s use
of this nane will assist the financial community and

i nvestors in identifying HoldCo’s origin. HoldCo may not,
however, in the future claimthat use of the CVP nane by
other subsidiaries is not subject to royalty paynents
because the nane of the hol ding conpany is being used
rather than the name of CWP itself. For the purposes of
appl ying the royalty requirenent, the use of "CWMP" or
"Central WMaine Power" - whether referring to CVWP (the
regul ated entity) or Central Mine Power Enterprises, Inc.
- will be considered use of the regul ated conpany's nane.

Accordingly, we

ORDER

That CVMP' s proposed reorgani zation filed in this docket be
approved pursuant to the conditions and requirenents set
forth herein.

That the reorgani zation of CVP on the conditions set forth
in this Order and the transactions described herein to

i npl enent the reorgani zation, are consistent with the
interests of the CMP s ratepayers and investors under
Section 708 of Title 35-A MR S A

That the transfers of assets by the Conpany to certain
affiliates as described herein are consistent with the
public interest under Sections 707 and 1101 of Title 35-A
MR S A
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Dat ed at Augusta, Miine this 1st day of My, 1998.

BY ORDER OF THE COW SSI ON

Dennis L. Keschl
Adm ni strative Director

COWMM SSI ONERS VOTI NG FOR:  WELCH Dissenting in part. See
attached Di ssenting Opinion.
HUNT
NUGENT
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Chai rman Wel ch, dissenting in part.

| recognize that, as a practical matter, information is
likely to fl ow anong nenbers of the Hol dCo board of directors in
ways that may frustrate the prophylactic intent of any
prohi bition concerning nmultiple board nenberships. | amalso
synpat hetic to CV' s assertion that board expertise is a scarce
resource, and there are efficiencies in assigning individuals who
serve as CWP board nmenbers and officers to fulfill simlar
functions in unregulated affiliates. |If we are to take the
notion of separation seriously, however, it seens to ne that we
shoul d insist that those who are responsible for the operation of
the regulated utility should be distracted as little as possible
by the Siren song of unregulated activities. The |level of
distraction, and the loss to rate payers' interests, will be
i npossible to quantify. The injury may be slight, but so would
be the burden on Hol dCo’ s shareowners of finding the necessary
expertise for the unregulated affiliates outside of the regul ated
conpany. | would, therefor, preclude any board nenber or officer
of CMP fromalso serving as a director or officer of any
unregul ated affiliate (other than Hol dCo itself).
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NOTI CE OF RI GHTS TO REVI EW OR APPEAL

5 MR S. A 8 9061 requires the Public Utilities Comm ssion
to give each party to an adjudi catory proceeding witten notice
of the party's rights to review or appeal of its decision nade at
t he concl usion of the adjudicatory proceeding. The nethods of
adj udi catory proceedi ngs are as foll ows:

1. Reconsi deration of the Comm ssion's Order nay be
request ed under Section 6(N) of the Conm ssion's Rul es of
Practice and Procedure (65-407 C MR 11) within 20 days of
the date of the Order by filing a petition with the

Comm ssion stating the grounds upon which consideration is
sought .

2. Appeal of a final decision of the Conmm ssion may be
taken to the Law Court by filing, within 30 days of the date
of the Order, a Notice of Appeal with the Adm nistrative
Director of the Comm ssion, pursuant to 35-A MR S. A § 1320
(1)-(4) and the Maine Rules of Cvil Procedure, Rule 73 et
seq.

3. Addi tional court review of constitutional issues or

i ssues involving the justness or reasonabl eness of rates may
be had by the filing of an appeal with the Law Court,
pursuant to 35-A MR S. A § 1320 (5).

Not e: The attachment of this Notice to a docunent does not
i ndicate the Comm ssion's view that the particul ar docunent
may be subject to review or appeal. Simlarly, the failure
of the Commi ssion to attach a copy of this Notice to a
docunent does not indicate the Conm ssion's view that the
docunent is not subject to review or appeal.






